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President Vicente Fox's administration has concluded the privatization of Aseguradora Hidalgo
(AHISA), reaching an agreement to sell the government-controlled insurance company to US-based
MetLife Inc. for US$962 million. The AHISA sale, concluded in late May, is the first government
property privatized since Fox took office in December 2000.
The federal government has held a 75% share in the company and the state-run oil company
PEMEX the other 25%. AHISA is Mexico's third-largest insurance provider, accounting for 31% of
all life insurance policies sold in the country. The company, which has US$2 billion in assets, holds
exclusive rights to sell life-insurance policies to 3 million government employees.
Sources at the Comision Intersectarial de Desincorporacion (CID), the agency in charge of
privatizations, said MetLife was selected because its US$962 million bid for AHISA was much larger
than its two closest competitors, Spain's Mapfre Vida SA and Mexico's Seguros Inbursa, a subsidiary
of Grupo Inbursa. The US company has had a presence in Mexico since 1992, insuring more than 1.3
million customers.

Congress criticizes transaction as "undervalued"
The transaction came under considerable criticism in Congress, with many legislators questioning
the transparency and the value of the deal. Deputy Miroslava Garcia Suarez of the center-left
Partido de la Revolucion Democratica (PRD) said the government allowed irregularities in the
transaction to benefit the buyers. "The company was sold for US$962 million, when its true value
was US$1.9 billion," said Garcia. Sen.
Jorge Zermeno of Fox's pro-business Partido Accion Nacional (PAN) also called for a thorough
review of the transaction. "This was a profitable business that did not need an infusion of financial
resources and which was sold for about half its value," said Zermeno, who chairs the justice
committee (Comision de Justicia) in the upper house.
Legislators are also leery of the transaction because of reports that AHISA director Fausto Alzati
entered into contracts totaling 25 million pesos (US$2.6 million) just days before the sale was
concluded. "It's possible to legally cancel the transaction if our investigation determines that Alzati
overstated the cost of operations to the detriment of the country's public finances," said Garcia, who
noted that operating costs went from 492 million pesos (US$51.3 million) in 2001 to 710 million pesos
(US$74 million) this year. Alzati's honesty became an issue because he was fired from his job as
education secretary under former President Ernesto Zedillo because he lied about his educational
background (see SourceMex, 1995-07-05).
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CID spokespersons denied any illicit or irregular transactions were made in the weeks preceding
the AHISA sale. They said the process was closely monitored by the private entity Transparencia
Mexicana, the Secretaria de Contraloria y Desarrollo Administrativo (SECODAM), and several
notaries public.
Officials at the Secretaria de Hacienda y Credito Publico (SHCP) said the proceeds from the sale
would go directly to the federal Treasury. "If we hadn't completed this transaction, we might have
needed another budget reduction," said Guillermo Babatz, SHCP director of insurance and stockmarket oversight. But the sale has raised concerns that the Mexican insurance sector has fallen
deeper into the hands of foreign interests.
Once the AHISA sale is concluded, US and European companies will be holding an 80% share of
the sector. Babatz said this trend is not worrisome to the government, since the foreign capital helps
stabilize companies that provide important services to Mexican consumers. "This is part of the
trend in the financial sector," said Babatz, who noted that the banking sector is also strengthened by
foreign capital.
Jose Luis Llamosas Portillo, president of the Asociacion Mexicana de Instituciones de Seguros
(AMIS), said foreign companies are attracted by the profitability of the Mexican insurance sector.
"For every growth of 1 billion pesos (US$104 million) in Mexico's GDP, insurance premiums grow
by 30,000 pesos (US$3,130)," said Llamosas. [Note: Peso-dollar conversions in this article are based
on the Interbank rate in effect on May 29, reported at 9.59 pesos per US$1.00] (Sources: The News,
El Financiero, Reuters, CNI en Linea, 05/24/02; Associated Press, 05/25/02; Bloomberg news service,
05/26/02; Los Angeles Times, 05/27/02; Notimex, 05/24/02, 05/26/02, 05/28/02; Reforma, Agencia
de noticias Proceso, 05/28/02; El Universal, 05/24/02, 05/29/02; Novedades, 05/28/02, 05/29/02; La
Jornada, Milenio Diario, 05/29/02)
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